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SUBSTI TUTE HOUSE BI LL 2196

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By House Comm ttee on Fi nance (originally sponsored by
Representatives i bborn and Moell er)

READ FI RST TI ME 03/ 07/ 05.

AN ACT Relating to authorizing an expansion of the |ocal option
real estate excise tax to fund capital projects in lieu of inpact fees;
amending RCW 28A.505.140, 82.02.070, 82.02.080, 82.46.030, and
82.46. 080; reenacting and anendi ng RCW 82. 46. 060; addi ng new secti ons
to chapter 82.46 RCW addi ng new sections to chapter 82.02 RCW adding
new sections to chapter 43.21C RCW and creating new secti ons.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature recognizes the need to
provide |ocal governnments with a new, stable, and broad source of
funding for capital infrastructure. The | egislature recognizes al so
the need to adequately fund growh in school districts and the need to
provide relief to the ongoi ng affordabl e housing crisis.

NEW SECTION. Sec. 2. A new section is added to chapter 82.46 RCW
to read as foll ows:

(1) In addition to any other taxes authorized under this chapter,
the legislative authority of any county or any city may inpose an
exci se tax on each sale of real property in the unincorporated areas of
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the county for the county tax, and in the corporate |imts of the city
for the city tax, at a rate not exceeding two-fifths of one percent of
the selling price.

(2) Proceeds from tax inposed under this section shall be used
solely for the financing of a capital project.

(3) No city or county that inposes an inpact fee with respect to
system i nprovenents for public facilities other than school facilities
may i npose a tax under this section.

(4) The followi ng are exenpt fromtax inposed under this section:

(a) A sale of |owincone housing property;

(b) A sale of property that is assessed under a preferential
val uation provided by chapter 84.33 or 84.34 RCW and

(c) The first sale after the effective date of the tax inposed
under this section of a property within a residential devel opment for
which inpact fees were required for system inprovenents before the
effective date of the tax and for which the systeminprovenents are not
yet conpl ete.

(5) For the purposes of this section, the follow ng definitions
appl y:

(a) "Capital project” neans:

(1) An activity or project described in RCW 82.46.010(6), except
that it does not include any activity or project associated wth
trails, libraries, admnistrative or judicial facilities, or river or
wat erway flood control projects;

(ti) A project for which inpact fees are inposed under RCW
82.02. 050 through 82.02. 090, except that "capital project"” also neans
system inprovenents relating to fire protection facilities in fire
protection districts; and

(ti1) A lowincone housing project.

(b) "lnpact fee" neans:

(i) A fee inposed pursuant to RCW 82.02. 050 through 82.02.090 for
systeminprovenents for public facilities; and

(1i) A fee inposed pursuant to RCW 43.21C. 060 for a system
i nprovenent for which a fee may otherw se be inposed pursuant to RCW
82. 02. 050 through 82.02. 090.

(c) "Lowinconme housing" neans housing constructed for the
princi pal purpose of making affordabl e housing avail able to househol ds
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for which the income is at or below fifty percent of the county nedi an
househol d i ncone.

(d) "Systeminprovenent” and "public facility" nmean the sane as in
RCW 82. 02. 090.

NEW SECTION. Sec. 3. A new section is added to chapter 82.46 RCW
to read as foll ows:

(1) The board of directors of a school district may inpose an
exci se tax on each sale of real property within the boundaries of the
district at a rate not to exceed one-quarter of one percent of the
selling price. Any taxes inposed under this section shall be paid to
and collected by the treasurer of the county within which the property
is located, as provided in RCW 82. 46. 060.

(2) Proceeds of the tax inposed under this section shall be used
solely for the purposes that inpact fees nay be inposed with respect to
system i nprovenents for school facilities within the district.

(3) No school district nay inpose a tax under this section if the
city or county in which the district is |ocated inposes an inpact fee
wWith respect to system inprovenents for school facilities within the
district.

(4) The followi ng are exenpt fromtax inposed under this section:

(a) A sale of |owincone housing property;

(b) A sale of property that is assessed under a preferential
val uation provided by chapter 84.33 or 84.34 RCW

(c) The first sale after the effective date of the tax inposed
under this section of a property within a residential devel opment for
which inpact fees were required for system inprovenents before the
effective date of the tax and for which the systeminprovenents are not
yet conplete; and

(d) A sale of property other than residential property.

(5) For the purposes of this section, the follow ng definitions
appl y:

(a) "lnpact fee" neans:

(i) A fee inposed pursuant to RCW 82.02. 050 through 82.02.090 for
system i nprovenents for public facilities; and

(1i) A fee inposed pursuant to RCW 43.21C. 060 for a system
i nprovenent for which a fee nay otherw se be inposed pursuant to RCW
82.02. 050 through 82.02. 090.
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(b) "Lowincone housing" neans housing constructed for the
princi pal purpose of making affordabl e housing avail able to househol ds
for which the income is at or below fifty percent of the county nedi an
househol d i ncone.

(c) "Systeminprovenent” and "public facility" nmean the sane as in
RCW 82. 02. 090.

Sec. 4. RCW 28A.505.140 and 1990 c¢c 33 s 422 are each anmended to
read as foll ows:

(1)(a) Notwithstanding any other provi sion  of I aw, t he
superintendent of public instruction is hereby directed to ((prergate

steh)) adopt rules ((and—Fegutatiens—as)) that wll insure proper

budgetary procedures and practices, including nonthly financia
statenents consistent with the provisions of RCW 43.09.200, and this
chapter.

(b) The adopted rules shall require that districts separately
report revenues resulting fromthe inposition and collection of each of
the foll ow ng:

(i) Inpact fees under RCW 82.02.050 through 82.02.090;

(ii) Fees under RCW43.21C. 060; and

(iii) Taxes authorized under section 3 of this act.

(2) If the superintendent of public instruction determ nes upon a
revi ew of the budget of any district that said budget does not conmply
with the budget procedures established by this chapter or by rules
( ( and—regulatiens—promigated)) adopted by the superintendent of public
instruction, or the provisions of RCW 43.09.200, the superintendent
shall give witten notice of this determnation to the board of
directors of the local school district.

(3) The local school district, notw thstanding any other provision
of law, shall, within thirty days fromthe date the superintendent of
public instruction issues a notice pursuant to subsection (2) of this
section, submt a revised budget which neets the requirenents of RCW
43.09. 200, this chapter, and the rules ((and—Fregulatiens)) of the
superintendent of public instruction: PROVI DED, That if the district
fails or refuses to submt a revised budget which in the determ nation
of the superintendent of public instruction neets the requirenents of
RCW 43. 09. 200, this chapter, and the rul es ((and+egulatiens)) of the
superintendent of public instruction, the matter shall be submtted to
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the state board of education, which board shall neet and adopt a
financial plan which shall be in effect until a budget can be adopted
and submtted by the district in conpliance with this section.

NEW SECTION. Sec. 5. A new section is added to chapter 82.02 RCW
to read as foll ows:

No inpact fee may be inposed by a city or county under RCW
82.02. 050 t hrough 82.02.090 for system i nprovenents for:

(1) Public facilities other than school facilities, if the city or
county inposes a real estate excise tax under section 2 of this act;

(2) School facilities in a school district that inposes a rea
estate excise tax under section 3 of this act.

NEW SECTION. Sec. 6. A new section is added to chapter 43.21C RCW
to read as foll ows:

No fee may be inposed by a city or county under RCW 43. 21C. 060 for
a system i nprovenent for:

(1) Public facilities other than school facilities, if the city or
county inposes a real estate excise tax under section 2 of this act;

(2) School facilities in a school district that inposes a rea
estate excise tax under section 3 of this act.

NEW SECTION. Sec. 7. A new section is added to chapter 82.02 RCW
to read as foll ows:

(1) If a city or county inposes a real estate excise tax under
section 2 of this act, no inpact fee may be inposed by that city or
county under RCW 82.02. 050 through 82.02.090 for system i nprovenents,
other than for school facilities, for at |east eight years after the
effective date of the tax inposed under section 2 of this act.

(2) If a school district inposes a real estate excise tax under
section 3 of this act, no inpact fee nmay be inposed by a city or county
under RCW 82.02.050 through 82.02.090 for school facilities in the
district for at |east eight years after the effective date of the tax
i nposed under section 3 of this act.

NEW SECTION. Sec. 8. A new section is added to chapter 43.21C RCW
to read as foll ows:
(1) If a city or county inposes a real estate excise tax under
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section 2 of this act, no fee may be inposed by the city or county
under RCW 43.21C. 060 for system inprovenents, other than for schoo
facilities, for at l|least eight years after the effective date of the
tax i nposed under section 2 of this act.

(2) If a school district inmposes a real estate excise tax under
section 3 of this act, no fee may be inposed by a city or county under
RCW 43. 21C. 060 for school facilities in the district for at |east eight
years after the effective date of the tax inposed under section 3 of
this act.

Sec. 9. RCW 82.02.070 and 1990 1st ex.s. ¢ 17 s 46 are each
anmended to read as foll ows:

(1) Inpact fee receipts shall be earmarked specifically and
retained in special interest-bearing accounts. Separate accounts shal
be established for each type of public facility for which inpact fees
are collected. Al interest shall be retained in the account and
expended for the purpose or purposes for which the inpact fees were
i nposed. Annual | y, each county, city, or town inposing inpact fees
shall provide a report on each inpact fee account show ng the source
and anmount of all noneys collected, earned, or received and system
i nprovenents that were financed in whole or in part by inpact fees.

(2) Inpact fees for systeminprovenents shall be expended only in
conformance wth the capital facilities plan elenent of the
conpr ehensi ve pl an.

(3)(@a) Inpact fees shall be expended or encunbered for a
perm ssible use within six years of receipt, unless there exists an
extraordi nary and conpelling reason for fees to be held | onger than six
years. Such extraordinary or conpelling reasons shall be identified in
witten findings by the governing body of the county, city, or town.

(b) Acity or county may retain unspent or unencunbered funds after
a tax is inposed under section 2 or 3 of this act under the foll ow ng
condi tions:

(i) The fees are expended or encunbered for a perm ssible use as
described under RCW 82.02.050 through 82.02.090 within six years of
when the required fees were due; and

(ii) An exenption is allowed fromtax under section 2 or 3 of this
act with respect to the first sale after the effective date of the tax
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of each property within a residential devel opnent for which the inpact
fees are required.

(4) Inpact fees may be paid under protest in order to obtain a
permt or other approval of devel opnent activity.

(5) The requirenent to pay inpact fees wth respect to devel opnent
activity that occurs before a tax is inposed under section 2 or 3 of
this act is not extinguished by the inposition of the tax.

(6) Each county, city, or town that inposes inpact fees shall
provide for an adm nistrative appeals process for the appeal of an
inpact fee; the process may follow the appeal process for the
underlying devel opnment approval or the county, city, or town nmay
establish a separate appeals process. The inpact fee may be nodified
upon a determnation that it is proper to do so based on principles of
fairness. The county, city, or town may provide for the resolution of
di sputes regarding inpact fees by arbitration.

Sec. 10. RCW 82.02.080 and 1990 1st ex.s. ¢ 17 s 47 are each
anmended to read as foll ows:

(1) The current owner of property on which an inpact fee has been
paid may receive a refund of such fees if the county, city, or town
fails to expend or encunber the inpact fees within six years of when
the fees were paid or other such period of tine established pursuant to
RCW 82.02.070(3) on public facilities intended to benefit the
devel opment activity for which the inpact fees were paid. I n
det erm ni ng whet her inpact fees have been encunbered, inpact fees shall
be considered encunbered on a first in, first out basis. The county,
city, or town shall notify potential claimants by first class mai
deposited with the United States postal service at the |ast known
address of cl ai mants.

The request for a refund nust be submtted to the county, city, or
town governing body in witing within one year of the date the right to
claimthe refund arises or the date that notice is given, whichever is
| at er. Any inpact fees that are not expended within these tine
limtations, and for which no application for a refund has been nade
within this one-year period, shall be retained and expended on the
indicated capital facilities. Ref unds of inpact fees under this
subsection shall include interest earned on the inpact fees.
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(2) Except as provided in subsection (4) of this section, when a
county, city, or town seeks to termnate any or all inpact fee
requi renents, all unexpended or unencunbered funds, including interest
earned, shall be refunded pursuant to this section. Upon the finding
that any or all fee requirenents are to be termnated, the county,
city, or town shall place notice of such termnation and the
avai lability of refunds in a newspaper of general circulation at | east
two tinmes and shall notify all potential claimants by first class mail
to the |l ast known address of claimants. All funds available for refund
shall be retained for a period of one year. At the end of one year,
any remai ning funds shall be retained by the |ocal governnment, but nust
be expended for the indicated public facilities. This notice
requi renent shall not apply if there are no unexpended or unencunbered
bal ances within an account or accounts being term nated.

(3) A devel oper may request and shall receive a refund, including
interest earned on the inpact fees, when the devel oper does not proceed
with the devel opnent activity and no inpact has resulted.

(4) Unexpended or unencunbered funds may be retained by a city or
county as provided in RCW 82.02.070(3) (b).

Sec. 11. RCW 82.46.030 and 2000 ¢ 103 s 17 are each anended to
read as foll ows:

(1) The county treasurer shall place one percent of the proceeds of
t he taxes inposed under this chapter in the county current expense fund
to defray costs of collection

(2) The remaining proceeds from the county tax under RCW
82.46.010(2) shall be placed in a county capital inprovenents fund
The remai ni ng proceeds fromcity or town taxes under RCW 82. 46. 010(2)
shall be distributed to the respective cities and towns nonthly and
pl aced by the city treasurer in a nunicipal capital inprovenents fund.
The remaining proceeds from school district taxes under section 3 of
this act shall be placed for each district inposing tax in a school
district capital inprovenent fund for the purposes provided in section
3(2) of this act, as applicable.

(3) This section does not |limt the existing authority of any city,
town, or county to inpose special assessnments on property specially
benefited thereby in the manner prescribed by | aw.
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Sec. 12. RCW 82.46.060 and 1990 1st ex.s. ¢ 17 s 41 and 1990 1st
ex.s. ¢ 5 s 5 are each reenacted and anended to read as foll ows:

Any taxes inposed under this chapter or RCW82.46.070 shall be paid
to and collected by the treasurer of the county within which is | ocated
the real property which was sold. The treasurer shall act as agent for
any city or school district within the county inposing the tax. The
county treasurer shall cause a stanp evidencing satisfaction of the
lien to be affixed to the instrunment of sale or conveyance prior to its
recording or to the real estate excise tax affidavit in the case of
used nobile honme sales. A receipt issued by the county treasurer for
the paynent of the tax inposed under this chapter or RCW 82.46.070
shall be evidence of the satisfaction of the lien inposed in RCW
82.46.040 and may be recorded in the manner prescribed for recording
satisfactions of nortgages. No instrument of sale or conveyance
evidencing a sale subject to the tax may be accepted by the county
auditor for filing or recording until the tax is paid and the stanp
affixed thereto; in case the tax is not due on the transfer, the
i nstrunent shall not be accepted until suitable notation of this fact
is made on the instrunment by the treasurer

Sec. 13. RCW 82.46.080 and 1998 c¢c 106 s 10 are each anended to
read as follows:

A county, city, ((er)) town,_ or school district that inposes an
exci se tax under this chapter nust provide the county treasurer with a
copy of the ordinance or other action initially authorizing the tax or
altering the rate of the tax that is inposed at |east sixty days before
change becones effective.

NEW SECTION. Sec. 14. No tax may be inposed under this act before
January 1, 2006.

NEW SECTION. Sec. 15. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

~-- END ---
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